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TAGS: EFIN, ETRD, MTN, CS 

SUBJECT: NEW COFFEE EXPORT TAX REPEALED 

REF: SAN JOSE 3911 

BEGIN UNCLASSIFIED 

1 . IN A TELEVISED ADDRESS TO THE NATION ON AUGUST 31, 

PRESIDENT ODUBER ANNOUNCED HIS REPEAL OF THE MODIFIED EXPORT 
TAX ON COFFEE (REPORTED IN REFTEL) WHICH WOULD HAVE GONE INTO 
EFFECT ON OCTOBER 1, 1976. THE NEW TAX WOULD HAVE BEEN PEGGED 
TO THE SELLING PRICE OF COFFEE AND, BECAUSE OF THE CURRENT HIGH 
PRICE OF COFFEE.DOULD HAVE RAISED THE EFFECTIVE TAX RATE 
ON EXPORTED COFFEE TO 13 TO 18 PERCENT AD VALOREM. IN REPEALING 
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8 PERCENT AD VALOREM REGARDLESS OF THE SELLING PRICE OF COFFEE. 

2. IN ANNOUNCING HIS DECISION, ODUBER ADMITTED THAT THE 
COFFEE GROWERS, ESPECIALLY THE SMALL GROWERS ORGANIZED INTO 
COOPERATIVES, HAD MANY TELLING ARGUMENTS AGAINST THE HIGHER 
TAX, THE KEY ONE BEING "HOW CAN AN ADMINISTRATION THAT HAS 
REPEATEDLY CALLED FOR STIMULI TO THE AGRICULTURAL SECTOR IN AN 
EFFORT TO KEEP THE RURAL FOLK DOWN ON THE FARM NOW TURN AROUND 
AND IMPOSE AN EXAGGERATED TAX THAT IS NOTHING MORE THAN A DIS- 
INCENTIVE." ODUBER ALSO CONCEDED THAT THE GOVERNMENT WOULD HAVE 
TO MODIFY ITS FISCAL PLANS NOW THAT COFFEE EXPORTS WOULD YIELD 
LESS REVENUES. HE ALSO WARNED THE COFFEE GROWERS TO USE THEIR 
HIGH COFFEE EARNINGS WISELY, TO IMPROVE THEIR COFFEE GROVES, 

AND RAISE THEIR YIELDS, ALREADY THE HIGHEST IN THE WORLD. 

END UNCLASSIFIED. 

3. BEGIN LIMITED OFFICIAL USE: COMMENT: SOME OBSERVERS THINK 
THAT ODUBER REPEALED THE HIGHER TAX, NOT OUT OF CONCERN FOR THE 
SMALL PRODUCERS, BUT IN REACTION TO STRONG PRESSURE FROM THE 
BIG PRODUCERS, THE 20 OR SO FAMILIES AND CORPORATE ENTITIES THAT 
CONTROL OVER 50 PERCENT OF THE COUNTRY'S COFFEE PRODUCTION. 

WE SUSPECT THERE WAS PRESSURE FROM BOTH SMALL AND LARGE PRODUCERS 
TO REPEAL THE TAX. TODMAN 
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